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MARI NE CORPS ORDER 4443. 13

From Conmmandant of the Marine Corps
To: Di stribution List

Subj: STANDARD PRI CI NG POLI CY FOR THE MARI NE CORPS SUPPLY
MANAGEMENT ACTI VITY GROUP ( SMAG)

Ref : (a) DoD 7000. 14R, FMR Vol une |1 B, Chapter 55
(b) DoD 7000. 14R, FMR Vol une 2B, Chapter 9

Encl: (1) General Policies-Standard and Exchange Pri ci ng
(2) Pricing Control
(3) Definitions-Cost Recovery Elenents

1. Situation. References (a) and (b) contain the current

Def ense pricing regulations and will be used to establish prices
for Marine Corps-nmanaged spare parts. This revision contains
current stock funding of Marine Corps reparable spare parts; and
i nclude current policies and procedures for pricing spare parts,
standard and exchange, as outlined in references (a) and (b).

2. M ssi on

a. The Commander, WMarine Corps Materiel Conmand
( COVWWARCCRVATCOM) is responsi ble for ensuring the Marine Corps
SMAG sets prices based upon full cost recovery, including al
general and adm nistrative support provided. Prices are
establ i shed through the budget process and remain fixed during
the year of execution, except for correction of errors.

b. The Commander, WMarine Corps Logistics Bases
( COVWARCCORLOGBASES) is the functional SMAG representative for
Whol esal e Operations and will incorporate all procedures set
forth in references (a) and (b) when pricing spare parts.

DI STRI BUTI ON STATEMENT A:  Approved for public rel ease;
distribution is unlimted.
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3. Executi on

a. COVVARCORMATCOM wi |1 :

(1) Ensure pricing for the SMAG budget is in accordance
wi th applicabl e DoD Fi nanci al Managenent Regul ations and are set
to fully recover costs and achi eve an Accunul ated Operating
Result (AOR) of zero in the budget year. During budget
execution, SMAG W Il record either a positive or negative Net
Operating Result. Accordingly, prices in the budget year wll
be set to either make up actual or projected |osses or return
actual or projected gains in the budget year.

(2) Ensure prices set for all activity group processes
mat ch the rate changes approved during the budget review

(3) Ensure pricing policies are consistent with the
primary goal of a Wbrking Capital Fund (WCF) which is to focus
attention on the total costs of operations to provide goods and
services at the | owest cost.

b. COVVMARCORLOGBASES wil | :

(1) Devel op, publish, and execute internal pricing
policies consistent with the primary goal of a WCF which is to
focus attention on the total costs of operations to provide
goods and services at the | owest cost.

(2) Establish standard and exchange prices through the
budget process that will remain fixed during the year of
execution, except for correction of errors.

(3) Establish standard prices for reparable itens,
i ncluding the cost recovery el enents, consistent with the
policies prescribed for other SMAG itens per reference (a).
Sal es of reparable itens nade without a carcass return shal
be priced at the standard unit price (SUP)



MCO 4443. 13
3 May 02

(4) Establish exchange prices for the issue of a
reparable itemin which the requisitioner indicates a carcass
W ll be returned; i.e., the established repair cost plus the
appropriate cost recovery el enents.

(a) Exchange Price. The exchange price for
repairable itens shall be determ ned by a honbgeneous groupi ng
such as national stock nunber (NSN), Federal Supply
Cl assification (FSC), subclassification, repair category, or
mat eri el category. The exchange price may consist of a
percentage factor tines the standard price. Authorized Mrine
Corps custonmers will be billed the difference between the SUP
and the exchange price if a carcass is not returned in the
prescribed time frane.

(b) Exchange Price Calculation. The exchange price
shall be cal cul ated on the nost representative unit repair cost
of the item plus the appropriate cost recovery elenents to
recover the cost of nmanaging the item The same cost recovery
el ements used in the standard price calculation shall be used in
t he cal cul ati on of the exchange price plus cost recovery
el enents for carcass attrition (washout and | osses), shipping
and transportation costs for returns of carcasses from
custoners. |If the standard price is |less than the exchange
price, a review of the standard price and the exchange price
shoul d be nade to validate the accuracy. |f the standard price
is less than the exchange price because new itens are not
currently being acquired, the standard price shall be increased
20 percent over the exchange price as incentive for the custoner
to return the carcass to the whol esal e system

4. Adm nistration and Logistics

a. |In operations of the magnitude and conplexity of the
Navy Working Capital Fund (NWCF), it is recognized that the
pricing policy, as outlined herein, cannot be applied with
mat hemati cal precision. Reasonable |atitude and judgnment nust
be exercised at all tinmes in this application.
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b. A record of current and prior SUP' s and exchange prices
with representative procurenents of each itemshall be
mai ntained to aid and facilitate the review of SUP's. This data
bank may be limted to currently active itens and those for
whi ch future procurenent is anticipated.

c. MATCOM wi ||l conduct an annual review to ensure the
Mari ne Corps SMAG cost recovery el enents are adequate to
mai ntain the capital of the fund. If the review indicates a
requi renent to revise the cost recovery elenments; MATCOM wi | |
forward a request to the Commandant the Marine Corps (RFO to
obt ai n approval / di sapproval fromthe Departnent of the Navy
(FMB). The major consideration relative to the inplenentation
of revised SMAG cost of recovery elenents (as reflected in costs
to custoner accounts) is the custoner budget fornulation
process. Cost of recovery elenents in effect will continue to
be used until revised el enents are approved.

5. Action. Addressees shall take action, as appropriate, to
ensure conpliance with this Oder.

6. Reserve Applicability. This Order is applicable to the
Mari ne Cor ps Reserve.

G S. MKI SSOCK
Deputy Conmandant
Installations and Logi stics

DI STRI BUTI ON: PCN 10205600400

Copy to: 7000144 (2)
8145001 (1)
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GENERAL POLI Cl ES- STANDARD AND EXCHANGE

1. The DoD uniformpricing policy for reparables financed by a
WCF established a two-price system which includes the SUP and
an exchange pri ce.

2. The follow ng general policies wll govern the establishnment
of the SUP

a. Each itemw |l have a single SUP, which will be used for
i nventory account (including the value determ nation of | osses,
gains, or adjustnents) reporting and for affecting rei nbursenent
after issues of materi al

b. Al SUPs will be stated in dollars and cents.

c. For sal es purposes, price reductions from standard
prices may be made for itens in the secondary itemstrata of
econonmic retention, contingency retention and/or excess when
there is a determnation that there is an actual difference in
utility or desirability of an itemdue to age, condition, or
nodel , or when a lower price will pronote its utilization for a
pur pose whi ch woul d ot herwi se be unecononmical. This authority
to reduce sales prices is applicable to itens bei ng phased out
of the system (not being procured), and itens with [imted
shelf-life remaining. In addition, as an exception to the
general requirenment that a single price for each itemshall be
used for inventory pricing, notw thstandi ng condition,
serviceable itens in |less than new condition held for sale to
i ndi viduals may be reduced for inventory purposes to the | ower
selling price.

d. Depot nodification perforned on itenms in inventory wll
be treated as procurenent cost and will be added to the existing
SUP to arrive at the standard price of the itemre-designated.
This policy is applicable only when a new stock nunber is
assi gned.

3. The follow ng general policies will govern the establishnent
of the Exchange Price:

ENCLOSURE (1)
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a. The exchange price is contingent upon carcass return.

b. The exchange price will include the nost recent
representative repair cost plus applicable Marine Corps cost of
recovery elenments or will consist of a percentage factor

mul tiplied by the SUP
c. Exchange prices have been devel oped for all reparables,

bot h Mari ne Corps-managed reparabl es and those ot her service
managed itens which the Marine Corps is authorized to repair.

ENCLOSURE (1)
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PRI CI NG CONTRCOL

1. The following price control guidance should be used in
support of Marine Corps managed and non- Mari ne Cor ps nmanaged
itens:

a. Oher Stock Itenms. The SUP for other managed itens wll
be established by the responsi ble DoD i nventory nmanager. These
SUP's will be used, unless otherw se authorized, notw thstanding
the fact that |ocal procurenent nay be directed occasionally.
Prices for |locally managed DSSC-stocked itens which do not have
an NSN or a standard price will be established locally by the
agency or activity effecting the procurenent. Local NSN s are
assuned to be assigned to these DSSC-stocked itens. Wen a
representative procurenent is made, the |locally established
price wll be the contract or purchase order price, when other
than freight on board (F. O B), plus the actual or estinmated cost
of FDT; a locally established surcharge will be included to
conpensate for all foreseeable net |osses and authori zed
expenses.

b. Defense Logistics Agency (DLA) and U.S. Arny Tank
Aut onoti ve Command (TACOM) Managed Itens. Wien materiel is
procured from either DLA/ TACOM and those agenci es assi gned DoD
w de managenent responsibilities; the SUP used within the Mrine
Corps will be that assigned by the supplier agency. No markup
of price is allowed because these activities routinely grant a
"retail loss allowance" as part of their normal billing
pr ocedur es.

c. Weapon System Oiented Consumable Itens. |tens assigned
to another service for integrated materiel nmanagenment will be
carried at the SUP established by that agency. No Marine Corps
cost recovery elenents markup will be added to prices on itens
procured fromthe integrated materi el manager.

d. GSA (Catal oged and Stocked Itens). The SUP of itens
procured from stocks of GSA (Managenent Code O w Il be as
established by GSA in the Federal Catalog Systemand in rel ated
cat al og publications.

ENCLOSURE ( 2)
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e. Federal Supply Schedule Itens. Itens procured by the
MARCORLOGBASES from conmerci al sources on GSA Federal Supply
schedules will be coded under the appropriate materiel category
as Marine Corps-nmanaged (Managenent Codes 1 through 6) itens.
The SUP established will include the appropriate surcharge
mar kups for the category as listed in enclosure (1).

f. Marine Corps-Mnaged Itens. Al Mrine Corps-nanaged
reparable itenms with a non-consumabl e item managenent support
code (NIMSC) of an al pha code and any one NSN with a FSC
beginning with “00” will have the SUP cal culated to include the
appl i cabl e cost of recovery elenent markups as listed in
enclosure (1). An exchange price is devel oped for reparabl es
that the Marine Corps has authority to repair.

g. Set, Kits, and Chests. Sets, kits, and chests, which
are produced by assenbly of conponent parts, shall be priced at
acqui sition cost plus the appropriate cost of recovery el enents.

h. Transfer of Accountability of Material Capitalized or
Decapitalized. In material decapitalized to the gaining
inventory manager (G M, capitalization will be effected on the
date of the transfer of accountability at the G M SUP. Marine
Corps stock will be repriced to the QM SUP prior to
decapitalization and will be nmaintained at the GMSUP. This
process is an exception to stabilized pricing rules.

i. Incorporated Governnment-Furni shed Property. Pricing of
itenms in which governnent-furnished property has been
incorporated will be per the provisions of this Order, using
procurenent (replacenent) cost to include contract cost plus the
val ue of governnent property used.

ENCLOSURE ( 2)
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DEFI NI TI ONS — COST RECOVERY ELEMENTS

1. Cost Recovery Elenents. A cost recovery elenent, also
referred to as surcharge rate, shall be included in the standard
and exchange sales price of an itemincluding direct deliveries
fromcontractors, commercial itens, nonstandard itens,

manuf acturer’s part nunbers, and other itens w thout a standard
price. DoD 7000.14R, FMR vol unme 2B, chapter 9 provides detail ed
informati on that addresses the conponents for conputing the cost
recovery (surcharge) rate as |isted on the SM 5a budget exhi bit
titled Wiol esale Only — Surcharge Cal cul ati on

NOTE: Separate SM 5a budget exhibits will be
prepared for repairable divisions for
sal es at standard and sal es at exchange
price. For the estinmated sales at standard
price, the net sales reflected should
represent sales at l|latest acquisition cost (LAC
For sal es at exchange, the net sales reflected
shoul d represent sales at latest repair cost (LRC)
There shoul d be a consolidated exhibit for
reparabl es that suns both the sales at LAC and LRC
and the surcharge el enents.

2. Transportation Cost. The surcharge is applied to current
procurenent, replacenent, or production costs to conpensate for
transportati on expenses incurred by SMAG

a. First Destination Transportation (FDT) is that
transportation required effecting the delivery of material from
a procurenent source to the first point of use or storage
for subsequent distribution within the supply system The
procurenent source and first point of use or storage nay be in
the continental United States or overseas. The procurenent
source is any supplier outside the DoD supply system or DoD
industrial activities that fabricates new nateri al .

b. Second Destination Transportation (SDT) is
transportation that includes only novenent of Navy Working

ENCLOSURE ( 3)
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Capital Fund ( NCWF) - owned/ Mari ne Corps nmanaged itens materie
subsequent to the initial shipnent froma supplier to a DSSC
storage point or user. Any cost of shipnent froma supplier for
which the NWCF is liable for paynment, will be identified by
using the appropriate transportati on account code (TAC).

3. Material Inflation Cost. The surcharge is associated with
t he approved Departnent of Navy (DON) inflation factor rel ated
to material for all years.

4. Supply Operation Obligation. Costs associated with
operations of the Inventory Control Point (ICP) for the Marine
Corps managed itens. These costs include wages of civilian

| abor, travel, utilities, and base support.

5. Distribution Depot Obligation. Costs that are directly
related to the rei nbursenment of Defense Logistics Agency (DLA)
di stribution depot charges. This includes charges for
processi ng and storage of inventory.

6. Capital Surcharge. Cost required to support disbursenents
for capital investnments that will not be covered by depreciation
approved in the President’s budget for Prior Year (PY) and
Current Year (CY). For the Budget Year (BY)/BY+l enter
anti ci pated surcharge anount required to support disbursenents
for capital investnents that will not be covered by
depreci ati on.

7. Inventory (Cbsol escence/ Losses Obligation. Cost necessary to
conpensate NWCF for foreseeable | osses and authorized expenses.
Sone of these |losses are pilferage, shrinkage, danage,
deterioration, disposal, and | oss by physical inventory

adj ust mrents and obsol escence.

8. AOR Recovery. Cost added to prices to adjust for prior year
gai ns/ |1 osses approved in the President's budget for PY and CYV.
For BY/ BY+1l, enter anticipated surcharge anount required to

adj ust prices for PY gains/losses. The estimate for the

BY/BY + 1 nust be based on actual PY results and the revised

CYy difference between Retail Net Sales and Cbligations.

ENCLOSURE ( 3)
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9. Condemnation Obligation (Depot Washout) is the cost to
repl ace repairable itens that have attrited (washed out) during
the repair process.

10. Budgeted Rates. DoD(C) will review and approve all final
rates and prices developed for the President's budget subm ssion
during the Budget Review. Rates to be charged custoners will be
devel oped by the conponents in their budget estimates subm ssion
to recoup all costs associated wth the activity group operating
and capital budgets including all |abor and non-Iabor, direct,
indirect, and general and adm nistrative overhead costs.
Foll ow ng the determ nation of required costs and proposed rate
structures necessary to recover the full costs of executing the
Conmponent’ s pl anned support program conponents wll nake
correspondi ng adjustnents in appropriated custoner account
budget request to ensure the custoner and Fund busi ness budgets
are in bal ance.

11. Managenent Code. A one-digit al pha/nunmeric code used to
designate responsibility for managenent control. The code al so
permts designation of material comobdity and category. The

al pha series designates the agency within DoD, which has been
assigned responsibility for integrated materi el managenent
control. The nuneric series designhates weapons integrated

mat eri el nmanagenment itens. Refer to Marine Corps Users Manua
(UM 4400-71 Volunme 2, pages 245 and 246 for an expl anation of
t he managenent codes.

12. Stabilized Rate. The stabilized rate is the cost per

out put nmeasure custonmers are charged for the products or
services provided by the activity group. Rates are required to
be established at |levels estinmated to recover the cost of
products or services to be provided, as well as the approved
surcharges. A stabilized rate is established for the fisca
year (s) budget being fornul ated during the budget review
process. Once established, rates are stabilized (held constant)
for the applicable fiscal year(s). The stabilized rate is
determ ned by taking the approved cost per output neasure for

t he budget interfund transactions (adjustnents to reflect

ENCLOSURE ( 3)
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changes in the cost of purchases between business areas within
the fund) and for the inpact of prior year gains or |osses as
reflected by the AOR This annual stabilized rate is the rate
that will be charged for all new custoner orders received and
accepted during that specific fiscal year, regardl ess of the
first year the work is actually executed and billed. In Supply
Managenent, custoners are charged the stabilized price in effect
when the itemis dropped fromthe inventory.

ENCLOSURE ( 3)



